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THE MONETARY SYSTEM OF HOLLAND. 

[The following paper, by Professor H. B. Greven, of Leyden, was 
read before the economic section of the British Association at Man- 
chester, September 7, 1887. It is to appear in connection with the 
forthcoming report, which Mr. Edward Atkinson has been com- 
missioned to make for the State Department, on the present state of 
bimetallism in Europe ; and it is to Mr. Atkinson's courtesy that the 
opportunity of presenting the report here is due. 

The paper will be found to be a valuable chapter in the monetary 
history of our time, and records an important example of the main- 
tenance of silver at par with gold, by the familiar expedient of a 
limitation of quantity effected by the suspension of silver coinage.] 

Our monetary history since 1873 presents some very inter- 
esting features. Until that date, we had the single silver 
standard. Owing to the changes in Germany and the coun- 
tries in the north of Europe, which had passed over to the 
single gold standard, the coinage of silver was suspended in 
the spring of 1873 ; and since that time we have been in 
a very curious position for two years. Silver could be no 
longer brought to the mint ; and gold coin could not be issued, 
because Parliament could not agree on the weight to be given 
to the gold piece, and rejected all proposals for introducing 
a gold standard. We possessed a fixed quantity of silver 
coins, and their value was regulated neither by the variations 
of gold in the market nor by those of silver. In fact, the 
value of our florin was quite independent of any metal, and 
depended only on supply and demand. Now, the demand for 
coin was increasing in the years 1873 to 1875 ; and the result 
was that, while silver as a metal was going down in the mar- 
ket, our silver corns were appreciated as against gold. The 
rate of exchange on London, which oscillates now on the gold 
basis between 12.1 and 12.3 florins for a pound, shrank to 11.12 
florins. We could not possibly remain in that unnatural posi- 
tion; and so in 1875 a gold piece was issued, coined at the 
ratio of fifteen and five-eighths parts of silver against one of 
gold. Since that time, our monetary system can be described, 
in the words of Mr. Cernuschi, as that of the " etalon double 
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boiteux" — the double standard, but crippled in so far as the 
coinage of silver is forbidden. The value of the florin solely 
depends on the variations of gold, but the coins in circulation 
are most of them tokens. They are legal tender for all pay- 
ments. A silver florin cannot possibly be of less value than 
that of one-tenth part of the gold 10-florin piece, but their 
intrinsic value is fifteen to twenty per cent. less. 

Thus the only way of extending the specie circulation is the 
coining of gold. Some £6,000,000 of gold coin have been 
issued since 1875, but we were not sure to keep them in the 
country. Our position, indeed, had considerable dangers. 
When the balance of international payments required export 
of specie, the gold coin only could be used for that purpose 
without loss. Had the bankers sold our silver florins in the 
London market, they would have lost the difference between 
the intrinsic value and the mint value. 

Now, for some years after the introduction of the gold coin- 
age, all went well. The Netherlands Bank was always willing 
to pay its bank-notes in gold, when the gold was needed for 
export ; but it was very difficult to get any gold for circulation 
in the country itself. It was a wise policy, this. The silver 
specie served its purpose there equally well ; and, our stock of 
gold being very small in comparison with the whole of the 
specie, we ought to keep as much of it as jjossible ready for 
foreign demand. (I say equally well, because the silver pieces 
did not circulate in greater number than the public required, 
and fully covered bank-notes were used for payments of 
greater amount.) The danger of this to our monetary situa- 
tion appeared in the years 1881 and 1882. The balance of 
trade turned against us, and the stock of gold ran down to 
some £600,000 ; while the silver specie, whose value was appre- 
ciated artificially, consisted of about £30,000,000, when we 
bring into account also the silver in the colonies. Unless some 
remedial measure had been taken, the confidence that pay- 
ment in Dutch florins was payment in gold would have been 
lost ; and in a short time the gold coins would have sold for 
more than their nominal value. In other words, there was 
great danger of an agio of gold ; and it ought to be prevented 
at all cost. The question was how to effect that result with 
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as little cost as possible. Of course, we could have melted 
down a part of our silver coins, and so diminished the circula- 
tion, and brought the rates of exchange below the exportation 
point. Government was prepared to bear the loss on the 
operation, but only when it was absolutely necessary. An act 
was passed in April, 1884, which gave powers to the Chancel- 
lor of the Exchequer for authorizing the bank to sell at market 
prices a quantity of 25,000,000 silver florins, when the state of 
the currency requires it. Since then, every banker knows 
that, when he needs gold for export, and the bank cannot pay 
in gold, it will give him so much silver as will enable him to 
buy a quantity of gold equal in value to so many gold coins 
as the notes offered for payment represent. In that manner, 
confidence was entirely restored. Nobody now has the least 
doubt that an agio of gold has become impossible. 

This legislative measure has cost us nothing at all to this 
day, as rates have all along been favorable to our country; 
and the bank has been able to secure a stock of gold, amount- 
ing in the preceding months to about £5,000,000. Thus, 
without any cost to the treasury, we have been able to main- 
tain our currency on the gold basis ever since 1875. And I 
wish to add that we have done it without any serious disturb- 
ance in the bank rate. It can no doubt be maintained that 
the rates have been somewhat higher than they ought to have 
been, if our currency had consisted only of gold. The direc- 
tors of the bank cannot consider the silver in their vaults as 
a basis of the emission of bank-notes in just the same way as 
they do consider the stock of gold. Perhaps, even at a lower 
rate of interest, the nominal value in florins of their specie 
and bullion would have been quite sufficient for their own 
safety. But, as they wished to pay in gold for export any 
quantity asked for, this consideration has come in, in their deci- 
sion concerning the rates. Still, industry and commerce did 
not complain of this state of affairs. They did not consider 
it too high a cost for the maintenance of our currency system ; 
and I think you Englishmen will agree with them, when I tell 
you that the rate of interest on bills, two and one-half per 
cent., has now been absolutely constant since May, 1885, for 
a period of more than two years. This compares favorably, it 
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seems, with the numerous alterations in the rate of the Bank 
of England. 

Now, I propose to add a few words about the monetary 
relations of our colonies with the mother country, — a subject 
that will specially interest you, because of the very serious 
disturbances in your trade with India since the beginning of 
what is usually called the depreciation of silver, and would in 
my opinion be more truly called the appreciation of gold. 
I cannot deny that we met with difficulties also, but they were 
of quite another character. Your Indian mints have been 
open for silver all the time. Holland, on the contrary, has 
adopted the gold standard for the colonies since 1877. You 
have a different standard in Europe and in India: we have 
got the same. Our Indian florin is a gold florin. Indian 
prices are gold prices. Gold does not circulate at all in Java. 
Indeed, there is scarcely any gold in the colonies ; and still all 
these silver florins have the same buying power as so many 
pieces of gold, containing each one-tenth of our 10-florin gold 
piece, — that is to say, their value is about twenty per cent, 
above the intrinsic value. So great is the power acts of Par- 
liament have on the value of coins, supposed only, that the 
supply of them is limited. You will understand, from what 
I just said, that by the unity of the standard in the kingdom 
in Europe and in our Indian domain we escape all the diffi- 
culties arising from great and sudden variations in the rate of 
exchange, that give you so much trouble. The exchange is 
always at or about par, just as rates between London and 
Edinburgh or New York and New Orleans. Our difficulties 
arise from another cause. Your exports from India have been 
stimulated : our export trade from Java has been impeded. 
The producers of coffee, sugar, and other tropical products, 
sell their goods in the European market for a diminished 
price ; while many of the elements of their cost of production, 
and the burden on their estates and manufactories, in so far 
as they are working with borrowed capital, remain the same, 
or at any rate do not go down so soon as the prices of the 
produce. Their margin of profits has disappeared in many 
cases. They have not been able to repay in due time the 
working capital they had borrowed from the financial compa- 
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nies, and some of them had to be wound up. But all those 
difficulties, very real and serious as they are, do result in the 
last resort from the decrease of prices, — in other words, from 
the appreciation of gold ; and most of the competent men in 
our colonies are agreed that we ought to bear them rather 
than to break the unity of currency over the whole of our 
European and Indian territory. 

These are the main features of our monetary history for 
the last fifteen years. Our situation is far from satisfactory: 
it is in the highest degree artificial, and we are constantly on 
the watch for making such changes as will make the intrinsic 
value of all our legal tender coins to correspond to the mint 
value. How that will be effected will entirely depend on the 
course of the international negotiations, now pending for many 
years, for the adoption of a common standard of value. So 
long as there is any hope that the great commercial nations 
will come to an agreement for steadying the ratio of exchange 
between the precious metals, — whatever that ratio may be, — 
and for using them both all over the world, there is no reason 
for changing our present system. But, should the case for 
silver become hopeless, we should be among the first to ex- 
change our silver for gold at whatever cost, although we 
would deplore such a change very much, for the manifold 
evils arising from a further appreciation of gold and for the 
irregularities and the injustice that would result from it in 
the distribution of wealth. 



